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Introduction 

1 . I was engaged to audit the financial statements of the Ditsobotla Local Municipality, which 
comprise the statement of financial position as at 30 June 201 1 , the statements of financial 
performance, changes in net assets and cash flow statement for the year then ended, and a 
summary of significant accounting policies and other explanatory information as set out on 
pages [XX] to [XX]. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these financial 
statements in accordance with the South African Standards of Generally Recognised 
Accounting Practice (SA Standards of GRAP), in the manner required by the Municipal 
Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) and the Division 
of Revenue Act of South Africa, 2010 (Act No. 1 of 2010) (DoRA), and for such internal control 
as the accounting officer determines is necessary to enable the preparation of financial 
statements that are free from material misstatement, whether due to fraud or error. 

Auditor-General’s responsibility 

3. My responsibility is to express an opinion on the financial statements based on conducting the 
audit in accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA), 
the General Notice issued in terms thereof and International Standards on Auditing. Because 
of the matters described in the basis for disclaimer of opinion paragraphs, however, I was 
unable to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion. 

Basis for disclaimer of opinion 

Accumulated surplus 

4. During the prior year I was unable to obtain sufficient appropriate audit evidence for an 
adjustment of R3 305 671 made to the accumulated surplus. Due to the nature of these 
changes, it was impracticable to confirm the changes by alternative means in the prior year. 
Additionally in the current year, I was unable to obtain sufficient appropriate audit evidence for 
a difference of R180 805 552 between the closing balance reported in the 2010 financial 
statements and the opening balance reported in the 201 1 financial statements. I was unable to 
confirm the adjustments by alternative means. Consequently I was unable to determine 
whether any further adjustments relating to the current and prior year amounts disclosed for 
accumulated surplus in the statement of changes in net assets was necessary. 

Prior period errors 

5. I was unable to obtain sufficient appropriate audit evidence to verify the prior period errors and 
restatements to the corresponding figures of R1 19 191 120 disclosed in the statement of 
changes in net assets and note 32 to the financial statements. Furthermore, I identified 
adjustments made that were not included in the prior period error disclosure note as required 
by SA Standards of GRAP, GRAP 3, Accounting policies, changes in accounting estimates 


1 


and errors. Due to the nature of these changes, it was impracticable to confirm the changes by 
alternative means. Consequently I was unable to determine whether any adjustments relating 
to the prior period error as disclosed in note 32 to the financial statements was necessary. 

Property, plant and equipment 

6. I was unable to obtain sufficient appropriate audit evidence for property, plant and equipment 
of R11 9 941 778 (2010: R1 1 6 605 274) as disclosed in note 4 to the financial statements. I 
was also unable to confirm or verify by alternative means adjustments of R92 366 570 made to 
the corresponding figure. I was unable to reconcile or verify by alternative means a difference 
of R13 038 888 between the financial statements and the asset register. Capital assets under 
construction of R37 249 752 and assets of R4 843 869 was not accounted for in the asset 
register. Land assets of R572 785 335 was accounted for at incorrect values in the assets 
register. Assets of R104 426 648 could not be physically verified or confirmed by alternative 
means. Asset additions of R23 363 640 were not accounted for in the asset register and I was 
unable to confirm by alternative means asset additions of R10 557 939. Also, I was unable to 
confirm by alternative means various adjustments totalling R1 1 491 380 made to property, 
plant and equipment in the current period. Consequently I was unable to determine whether 
any further adjustments relating to property, plant and equipment was necessary. 

7. The municipality did not review the residual values and useful lives of property, plant and 
equipment at each reporting date as required by SA Standards of GRAP, GRAP 17, Property, 
plant and equipment. This is evidenced by assets of R8 706 899 that were unfit for use and 
had reached the end of their useful lives, but were still included in the assets register. Also 
included on the asset register are assets with carrying amounts of RO and R1 whilst still being 
in use. Furthermore, the depreciation expense was incorrectly calculated by R3 074 683, 
thereby overstating the depreciation expense and accumulated depreciation and understating 
carrying value of assets and the accumulated surplus. Because of the nature of these assets, 
it was impracticable to confirm by alternative means the correct valuation of these assets or 
the accuracy, occurrence and completeness of the depreciation expense. Consequently I was 
unable to determine whether any further adjustments relating to depreciation expense, 
accumulated surplus or property, plant and equipment were necessary. 

Consumer receivables and provision for doubtful debt 

8. I was unable to obtain sufficient appropriate audit evidence for consumer receivables of 
R89 965 822 (2010: R82 663 764) as disclosed in note 9 to the financial statements. I was 
unable to confirm or verify by alternative means adjustments of R63 632 320 made to the 
corresponding figure. I was unable to determine whether the municipality used objective 
evidence to calculate the provision for impairment of consumer receivables of R78 577 323 
(2010: R37 862 869) and I was also unable to confirm by alternative means adjustments of 
R64 657 591 made to the corresponding figure of the provision. Additionally, I was unable to 
confirm by alternative means the bad debt impairment of R40 715 918 (2010: R15 932 449) as 
disclosed in the statement of financial performance. Furthermore, included in consumer 
receivables are debtors of R4 322 955 with credit balances that should be accounted for as 
trade payables, thereby understating consumer receivables and trade payables. I was unable 
to confirm these amounts by alternative means. Consequently I was unable to determine 
whether any further adjustments relating to consumer receivables and the bad debt provision 
were necessary. 

Trade and other receivables 

9. I was unable to obtain sufficient appropriate audit evidence for trade and other receivables of 
R7 700 189 (2010: R4 653 345) as disclosed in note 8 to the financial statements. I was 
unable to confirm the balances by alternative means. Consequently I was unable to determine 
whether any adjustments relating to the amount disclosed for trade and other receivables was 
necessary. 
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Consumer deposits 

10. I was unable to obtain sufficient appropriate audit evidence for consumer deposits of 

R18 964 439 (2010: R3 492 105) as disclosed in note 15 to the financial statements. I was 
unable to confirm the balances by alternative means. Consequently I was unable to determine 
whether any adjustments relating to the amount disclosed for consumer deposits was 
necessary. 

Trade and other payables from exchange transactions 

1 1 . In the prior financial year I was unable to obtain sufficient appropriate audit evidence for 
payables from exchange transactions of R4 752 933. I was unable to confirm the balances by 
alternate means. Also, I was also unable to confirm by alternative means adjustments of 

R2 41 1 820 made to the corresponding figure. Consequently I was unable to determine 
whether any further adjustments relating to the corresponding amount disclosed for trade and 
other payables was necessary. 

12. In the prior financial year the municipality did not accrue for invoices in respect of goods and 
services received of R3 879 983. Had these invoices been accrued for, the effect would have 
been to reduce the surplus for the prior period and the accumulated surplus by R3 879 983 
and to increase the accrued liability in the statement of financial position with the same 
amount. Furthermore, sufficient appropriate audit evidence was not obtained to verify the 
completeness of accruals due to the fact that supporting documentation was not provided to 
test subsequent payments in the prior financial year. Consequently I was unable to determine 
whether any further adjustments relating to the corresponding amount disclosed for trade and 
other payables was necessary. 

13. Included in the payables from exchange transactions of R55 603 308 as disclosed in note 13 
to the financial statements are accrued expenses of R20 015 579. Of these accruals, invoices 
of R5 602 949 were paid before the financial year end, whilst invoices of R3 522 355 were not 
accrued for, thereby overstating accruals and expenditure and understating the accumulated 
surplus by R2 080 593. In addition, sufficient appropriate audit evidence was not available for 
accruals of R4 237 746. I was unable to confirm the balances by alternative means. 
Consequently, I was unable to determine whether any further adjustments were necessary to 
the accruals included in payables from exchange transactions. 

14. I was unable to obtain sufficient appropriate audit evidence for trade payables of R22 030 764, 
payroll creditors of R624 565, deposits received of R7 801 and the salary control account of 
R740 291 included in payables from exchange transactions of R55 603 308 as disclosed in 
note 13 to the financial statements. I was unable to confirm the balances by alternative means. 
Consequently I was unable to determine whether any adjustments were necessary to these 
amounts included in payables from exchange transactions. 

Revenue 

15. During the prior year I was unable to obtain sufficient appropriate audit evidence for property 
rates of R21 544 251 , service charges of R105 535 316, rental of facilities and equipment of 
R405 71 9, interest received on outstanding debtors of R8 094 942, fines of R934 61 1 , licences 
and permits of R751 088, government grants and subsidies of R76 678 684 and other income 
of R4 059 995 included in total revenue of R221 054 047 as disclosed in the statement of 
financial performance. Also, I was unable to confirm by alternative means adjustments of 
R463 682 made to various items in the corresponding figure for revenue. The municipality’s 
records did not permit the application of alternative audit procedures. Consequently I was 
unable to determine whether any adjustment relating to the corresponding figure for revenue 
was necessary. 

16. I was unable to obtain sufficient appropriate audit evidence to determine the completeness of 
property rates of R19 560 415 and service charges of R129 353 725 as disclosed in the 
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statement of financial performance. Due to its nature, it was impracticable to confirm the 
completeness of the amount by alternative means. Consequently I was unable to determine 
whether any adjustments relating to property rates and service charges were necessary. 

17. I was unable to obtain sufficient appropriate audit evidence for fines of R6 254 284, 
government grants and subsidies of R92 404 259, income from agency fees of R3 502 788, 
interest received from consumer receivables of R8 246 274, interest received from 
investments of R1 819 207, licenses and permits of R998 010, other income of R737 869 and 
rental of facilities and equipment of R627 891 included in total revenue of R263 504 722 as 
disclosed in the statement of financial performance. I was unable to confirm or verify the 
amounts by alternative means. Consequently I was unable to determine whether any further 
adjustments relating to the amounts disclosed for revenue was necessary. 

Employee cost 

18. In the prior year, employee cost of R3 644 219 was incorrectly classified as other expenses 
and other expenses of R1 691 548 were incorrectly classified as employee cost, resulting in an 
understatement of employee cost of R1 952 671 and an overstatement of other expenses of 
the same amount in the statement of financial performance. Additionally in the prior year, I was 
unable to obtain sufficient appropriate audit evidence for employee costs of R64 289 974 
included in employee related cost of R82 926 627 as disclosed in note 22 to the financial 
statements. The municipality’s records did not permit the application of alternative audit 
procedures. Consequently I was unable to determine whether any further adjustment relating 
to the corresponding figure for employee cost and other expenditure was necessary. 

Expenditure 

19. In the prior year, repairs and maintenance of R12 414 893 was overstated with R5 464 814 
due to incorrect classifications of general expenditure and property, plant and equipment. This 
resulted in an understatement of property, plant and equipment of R3 926 432 and of general 
expenses of R1 538 382. Also in the prior year, grants and subsidies paid of R2 903 376 was 
overstated with R2 059 280 due to indigent debtors not being appropriately approved. This 
lead to an understatement of consumer debtors with the same amount. In addition, in the prior 
year, I was unable to obtain sufficient appropriate audit evidence for debt impairment of 

R15 932 449, operating leases of R1 325 640 and general expenditure of R2 81 1 678 included 
in the total expenditure in the statement of financial performance. I was also unable to confirm 
by alternative means adjustments of R78 681 982 made to the corresponding figure. The 
municipality’s records did not permit the application of alternative audit procedures. 
Consequently I was unable to determine whether any further adjustment relating to the 
corresponding figure for expenditure was necessary. 

20. I was unable to obtain sufficient appropriate audit evidence for expenditure of R1 20 864 049 
included in total expenditure of R291 572 245 as disclosed in the statements of financial 
performance. Alternative procedures indicated duplicate payments of R6 534 443 resulting in 
expenditure being overstated by this amount. Additionally, I was unable to obtain sufficient 
appropriate audit evidence for journal entries of R24 090 551 (2010: R1 558 092 655) 
recorded during the year. Consequently I was unable to determine whether any further 
adjustments relating to expenditure or the deficit for the period as disclosed in the statement of 
financial performance were necessary. 

Investment property 

21 . The municipality did not disclose its investment properties in the financial statements as 
required by SA Standard of GRAP, GRAP 16, Investment properties. The municipality do not 
have a register for investment properties, and I was therefore unable to reliably estimate or 
confirm by alternative means the amount that should have been disclosed. In the prior year the 
municipality adopted the transitional provision in Directive 4, Transitional provision for medium 
andiow capacity municipalities, and therefore investment property was recognised at a 
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provisional amount of RO. Consequently I was unable to determine whether any adjustments 
relating to the investment property were necessary. 

VAT payable 

22. I was unable to obtain sufficient appropriate audit evidence for the VAT payable of R9 669 364 
(2010: R9 493 903) as disclosed note 14 to the financial statements. I was unable to confirm 
the amounts by alternative means. Consequently I was unable to determine whether any 
further adjustments relating to VAT payable were necessary. 

Other financial assets 

23. SA Standards of GRAP, GRAP 1 , Presentation offinancial statements defines current assets 
as assets that are expected to be released within twelve months after the reporting date. The 
municipality incorrectly classified consumer deposits (2010: cash and bank) of R4 508 840 
(2010: R4 508 840) as other financial assets, and consumer debtors of R1 558 217 

(2010: R1 095 419) were included in other financial assets. Consequently other financial 
assets were overstated, consumer debtors understated and consumer deposits understated 
respectively. Additionally, I was unable to obtain sufficient appropriate audit evidence for an 
investment of R3 777 348 included in other financial assets of R9 844 405 as disclosed in the 
statement of financial position. I was unable to confirm this investment by alternative means. 
Consequently I was unable to determine whether any further adjustments relating to other 
financial assets were necessary. 

Provisions 

24. Similarly to the prior year financial statements, and contrary to the requirements of SA 
Standards of GRAP, GRAP 19, Provisions contingent liabilities and contingent assets, the 
municipality did not account for the cost to rehabilitate its landfill sites. Furthermore the finance 
cost and depreciation relating to this landfill site was also not accounted for. Due to the nature 
of these items I was unable to reliably estimate or confirm by alternative means the values not 
accounted for in the current and the prior periods. Consequently, property, plant and 
equipment, provision for rehabilitation cost, finance cost and depreciation are understated, and 
I was unable to determine whether any further adjustments relating to the landfill site and the 
provision for its rehabilitation was necessary. 

Unspent conditional grants 

25. I was unable to obtain sufficient appropriate audit evidence for the opening balance of unspent 
conditional grants and receipts of R2 690 187, additions during the year of R92 404 259 and 
income recognition during the year of R99 831 334 included in unspent conditional grants and 
receipts of R4 736 888 (2010: R16 367 422) disclosed in note 12 to the financial statements. I 
was also unable to confirm by alternative means adjustments of R13 677 235 made to the 
opening balance. I was unable to confirm the amounts by alternative means. Consequently I 
was unable to determine whether any further adjustments relating to unspent conditional 
grants were necessary. 

Cash and cash equivalents 

26. In the prior year, cheque payments of R1 2 669 492 dated before year end that were only 
banked after year end were not included in the reconciling items on the bank reconciliation of 
the main bank account. This resulted in a misstatement of cash and cash equivalents and 
accumulated surplus of R12 669 492. Furthermore, invalid outstanding cheques of R4 516 883 
were identified on the bank reconciliation. This resulted in an understatement of cash and cash 
equivalents of R4 51 6 883 and an understatement of the accrued liability with the same 
amount. In addition in the prior year, I was unable to obtain sufficient appropriate audit 
evidence for R3 674 600 included in a suspense account included in the bank overdraft. The 
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municipality’s records did not permit the application of alternative audit procedures. Also, I was 
unable to confirm by alternative means adjustments of R1 1 1 55 976 made to the 
corresponding figure. Consequently I was unable to determine whether any further adjustment 
relating to the corresponding figure for cash and cash equivalents were necessary 

27. I was unable to obtain sufficient appropriate audit evidence for the cash and cash equivalents 
of R17 266 638 as disclosed in note 10 to the financial statements. I was unable to confirm or 
verify the amounts by alternative means or obtain sufficient appropriate audit evidence for 
journal entries of R4 060 862. Consequently I was unable to determine whether any further 
adjustments relating to cash and cash equivalents were necessary. 

Inventory 

28. In the prior year, I was unable to obtain sufficient appropriate audit evidence for inventory of 
R2 201 443 included in the statement of financial position. The items on the stock listing did 
not agree to the physical items counted during the stock count, resulting in a misstatement of 
inventory. The municipality’s records did not permit the application of alternative audit 
procedures. Consequently I was unable to determine whether any further adjustments relating 
to inventory were necessary. 

Contingent liabilities 

29. Contrary to the requirements of SA Standards of GRAP, GRAP 19, Provisions contingent 
iiabiiities and contingent assets, the municipality did not make any disclosures of contingent 
liabilities in the notes to the financial statements. Due to the nature of these items, I was 
unable to reliably estimate or confirm by alternative means the values not disclosed in the 
current and the prior periods. Consequently I was unable to determine whether any further 
adjustments relating to contingent liabilities were necessary. 

Commitments 

30. I was unable to obtain sufficient appropriate audit evidence for commitments of R38 963 890 
disclosed in note 30 to the financial statements. I was unable to confirm the amounts by 
alternative means. Consequently I was unable to determine whether any further adjustments 
relating to commitments were necessary. 

Unauthorised, irregular and fruitless and wasteful expenditure 

31 . Section 125(2)(d)(ii) of the MFMA requires that the municipality include particulars of 
unauthorised expenditure in the notes to the financial statements. The municipality did not 
make any disclosures for unauthorised expenditure of R22 752 223 incurred in the prior years 
or unauthorised expenditure of R900 235 incurred in the current period. Consequently 
unauthorised expenditure is understated by R900 235 (2010: R22 752 223). 

32. Section 125(2)(d)(ii) of the MFMA requires that the municipality include particulars of irregular 
expenditure in the notes to the financial statements. Irregular expenditure of R4 582 470 was 
incurred in the prior year as a result of payments made in contravention of the municipality's 
supply chain management policy. The municipality did not disclose any irregular expenditure in 
the current or prior year financial statements. Additionally, I was unable to obtain sufficient 
appropriate evidence that awards of R18 122 930 (2010: R29 518 493) was made in terms of 
the supply chain management requirements. I was unable to perform alternative audit 
procedures to determine the completeness of irregular expenditure. Consequently I was 
unable to determine whether any further irregular expenditure should have been disclosed in 
the notes to the financial statements. 

Cash flow statement 

33. I was unable to obtain sufficient appropriate audit evidence for the amounts included in the 
cash flow statement taking into account the misstatements identified in the financial 
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statements and set out in this report. I was unable to practicably quantify the misstatements in 
the cash flow statement and notes thereto or to verify the amounts by alternative means. 
Consequently, I was unable to determine whether any adjustments relating to the cash flow 
statement and notes thereto were necessary. 

Disclaimer of opinion 

34. Because of the significance of the matters described in the basis for disclaimer of opinion 
paragraphs, I have not been able to obtain sufficient appropriate audit evidence to provide a 
basis for an audit opinion. Accordingly, I do not express an opinion on the financial statements. 

Additional matter 

35. I draw attention to the matter below. My opinion is not modified in respect of this matter. 

Unaudited supplementary schedules 

36. The supplementary information set out on pages [XX] to [XX] does not form part of the 
financial statements and is presented as additional information. I have not audited these 
annexures and, accordingly, I do not express an opinion thereon. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

37. In accordance with the PAA and the General Notice issued in terms thereof, I report the 
following findings relevant to performance against predetermined objectives, compliance with 
laws and regulations and internal control, but not for the purpose of expressing an opinion. 

Predetermined obiectives 

38. I am unable to report findings on the usefulness and reliability of the annual performance 
report of Ditsobotla Local Municipality as it was not prepared as required by section 46 of the 
Municipal Systems Act, 2000 (Act No. 32 of 2008) (MSA) and section 121 (3)(c) of the MFMA. 

Compliance with laws and requlations 

39. I performed procedures to obtain evidence that the municipality has complied with applicable 
laws and regulations regarding financial matters, financial management and other related 
matters. My findings on material non-compliance with specific matters in key applicable laws 
and regulations as set out in the General Notice issued in terms of the PAA are as follows: 

Annual financial statements, performance and annual report 

40. The financial statements submitted for auditing were not prepared in all material respects in 
accordance with the requirements of section 122 of the MFMA. Material misstatements 
identified by the auditors were not adequately corrected, which resulted in the financial 
statements receiving a disclaimer of opinion. 

41 . The accounting officer did not submit the annual financial statements of the municipality for 
auditing, within two months after the end of the financial year as required by section 126(1)(a) 
of the MFMA. 

42. Late submission of the annual financial statements to the Auditor-General for auditing was not 
appropriately addressed by the municipal council as per the requirements of section 133(1) of 
the MFMA. 

43. The 2009/10 and 2010/1 1 annual reports were not tabled in the municipal council within seven 
months after the end of the financial year as required by section 1 27(2) of the MFMA. 

44. A written explanation was not submitted to council setting out the reasons for the delay in the 
tabling of the 2009/10 and 2010/1 1 annual reports in the council as required by section 127(3) 
of the MFMA. 


7 


45. The annual performance report for the financial year under review was not prepared as 
required by section 46 of the MSA and section 121 (3)(c) of the MFMA. 

46. The annual performance report did not contain a comparison of the performance of the 
municipality and of each external service provider with development priorities, objectives and 
performance indicators set out in its integrated development plan as required by section 46 of 
the MSA. 

Procurement and contract management 

47. Sufficient appropriate audit evidence could not be obtained that goods and services of a 
transaction value above R500 000 were procured by means of inviting competitive bids and or 
that deviations approved by the accounting officer were only if it was impractical to invite 
competitive bids, as required by SCM regulation 19(a) and 36(1). 

48. Sufficient appropriate audit evidence could not be obtained that bids were evaluated by bid 
evaluation committees which were composed of officials from the departments requiring the 
goods or services and at least one SCM practitioner of the municipality as required by SCM 
regulation 28(2). 

49. Sufficient appropriate audit evidence could not be obtained that contracts and quotations were 
awarded to bidders based on points given for criteria that were stipulated in the original 
invitation for bidding and quotations, as required by SCM Regulations 21 (b) and 28(1 )(a) and 
Preferential Procurement Regulations. 

50. Sufficient appropriate audit evidence could not be obtained that bid adjudication was always 
done by committees which were composed in accordance with SCM regulation 29(2). 

51 . Awards were made to bidders other than those recommended by the bid evaluation committee 
without ratification by the accounting officer, as required by SCM regulation 29(5)(b). 

52. Sufficient appropriate audit evidence could not be obtained to assess whether councillors of 
the municipality participated in committees evaluating or approving tenders or quotations or 
whether councillors attended meetings of committees evaluating or approving tenders or 
quotations, in contravention of section 1 17 of the MFMA. 

53. Sufficient appropriate audit evidence could not be obtained that the preference point system 
was applied in all procurement of goods and services above R30 000 as required by section 
2(a) of the Preferential Procurement Policy Framework Act and SCM regulation 28(1 )(a). 

54. Sufficient appropriate audit evidence could not be obtained that contracts and quotations were 
awarded to suppliers based on preference points that were allocated and calculated in 
accordance with the requirements of the Preferential Procurement Policy Framework Act and 
its regulations. 

55. Sufficient appropriate audit evidence could not be obtained that contracts and quotations were 
awarded to bidders that scored the highest points in the evaluation process, as required by of 
section 2(1 )(f) of Preferential Procurement Policy Framework Act. 

56. The performance of contractors or providers was not monitored on a monthly basis, as 
required by section 1 16(2)(b) of the MFMA, and the contract performance and monitoring 
measures and methods were insufficient to ensure effective contract management, as required 
by section 1 1 6(2)(c) of the MFMA. 

57. Construction projects were not always registered with the Construction Industry Development 
Board (CIDB), as required by section 22 of the CIDB Act and CIDB regulation 18. 

Expenditure management 

58. Money owing by the municipality was not always paid within 30 days of receiving an invoice or 
statement, as required by section 65(2)(e) of the MFMA. 

59. The accounting officer did not take all reasonable steps to ensure that the municipality had 
and maintained a management, accounting and information system which recognised 
expenditure when it was incurred and accounted for creditors of the municipality as required 
by section 65(2)(b) of the MFMA. 
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60. The accounting officer did not take reasonable steps to prevent unauthorised, irregular and 
fruitless and wasteful expenditure, as required by section 62(1 )(d) of the MFMA. 

61 . The municipality did not recover unauthorised, irregular or fruitless and wasteful expenditure 
from the liable person, as required by section 32(2) of the MFMA. 

Conditional grants received 

62. Sufficient appropriate audit evidence could not be obtained that the allocations for conditional 
grants were utilised for the purposes stipulated in their respective schedules or Gazetted 
Division of Revenue Act framework, as required by section 15(1) of the DoRA. 

63. The municipality did not always submit monthly reports to the transferring national officer, the 
National Treasury and the Provincial Treasury on spending and financial performance in 
respect of the allocations received for conditional grants, as required by section 1 1(2)(b) of the 
DoRA and section 71 (5) of the MFMA. 

64. The municipality did not always submit quarterly reports to the transferring national officer on 
non-financial performance in respect of the allocation received for conditional grants as 
required by section 1 1(2)(c) of the DoRA. 

Asset management 

65. The accounting officer did not take all reasonable steps to ensure that the municipality had 
and maintained a management, accounting and information system which accounts for the 
assets of the municipality as required by section 63(2)(a) of the MFMA. 

66. The accounting officer did not take all reasonable steps to ensure that the municipality had 
and maintained an effective system of internal control for assets (including an asset register) 
as required by section 63(2)(c) of the MFMA. 

Internal control 

67. I considered internal control relevant to my audit of the financial statements, annual 
performance report and compliance with laws and regulations. The matters reported below 
under the fundamentals of internal control are limited to the significant deficiencies that 
resulted in the basis for disclaimer of opinion, the findings on the annual performance report 
and the findings on compliance with laws and regulations included in this report. 

Leadership 

68. Management failed to appoint sufficient appropriately skilled staff in key positions within the 
finance unit and training and development initiatives failed to address the underlying 
deficiencies that caused the matters to be repeatedly reported on in the audit report. Policies 
and procedures did not adequately guide financial and performance activities and failed to 
address the shortcomings in internal controls that resulted in the performance information and 
compliance deviations that have been reported. Furthermore management’s oversight was 
inadequate in preventing material misstatements in the financial statements. 

Financial and performance management 

69. Management failed to implement proper record keeping or effective controls to ensure that 
information in the financial statements and the report on predetermined objectives were 
reliable before submission for audit, or readily available for audit purposes. This was mainly 
due to the inability of management to address the prior year audit findings. Management failed 
to prepare regular, accurate and complete performance reports that were supported and 
evidenced by reliable information. Review and monitoring of compliance with applicable laws 
and regulations were not effectively performed. 
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Governance 

70. The audit committee did not adequately provide the council with an authoritative and credible 
view of the financial position of the entity, its efficiency and effectiveness of the internal control 
environment and its overall level of compliance with the MFMA and the DoRA, resulting in the 
internal control environment over financial and performance information and compliance with 
laws and regulations being ineffective. 



Rustenburg 


27 March 2013 



AUDITOR-GENERAL 


SOUTH AFRICA 
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